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Summary 

The Patient Protection and Affordable Care Act (ACA; PL. 1 11-148, as amended) requires health 
insurance exchanges to be established in every state. Exchanges are marketplaces where 
individuals and small businesses can shop for and purchase private health insurance coverage. 
States must have two types of exchanges; an individual exchange and a small business health 
options program (SHOP) exchange. 

Exchanges may be established either by the state itself as a state -based exchange (SBE) or by the 
Secretary of Health and Human Services (HHS) as a federally-facilitated exchange (FFE). In 
states with FFEs, the exchange may be operated solely by the federal government or in 
conjunction with the state. 

Persons who obtain coverage through the individual exchange may be eligible for financial 
assistance from the federal government. The financial assistance in the individual exchanges is 
available in two forms: premium tax credits and cost-sharing subsidies. Small businesses that use 
the SHOP exchange may be eligible for small business health insurance tax credits. The tax 
credits assist small businesses with the cost of providing health insurance coverage to employees. 

The ACA generally requires that health insurance plans offered through an exchange are 
Qualified Health Plans (QHPs). Typically in order to be a certified as a QHP, a plan must offer the 
essential health benefits, comply with cost-sharing limits, and meet certain market reforms. 
Exchanges may also offer other types of health insurance plans such as catastrophic and dental- 
only plans. 

This report provides an overview of the various components of the health insurance exchanges. 
The report includes summary information about how exchanges are structured, the intended 
consumers for health insurance exchange plans, and consumer assistance available in the 
exchanges, as specified in the ACA. The report also describes the availability of financial 
assistance for certain exchange consumers and small businesses and outlines the range of plans 
offered through exchanges. Moreover, the report provides a brief summary of the implementation 
and operation of exchanges in 2014 and 2015. Finally, the report summarizes King v. Burwell and 
outlines the case’s implications for health insurance exchanges. 
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Introduction 

The Patient Protection and Affordable Care Act (ACA; PL. 1 11-148, as amended) requires health 
insurance exchanges (also known as marketplaces) to be established in every state. ACA 
exchanges are marketplaces in which individuals and small businesses can shop for and purchase 
private health insurance coverage. Exchanges are intended to simplify the experience of 
providing and obtaining health insurance. They are not intended to supplant the private market 
outside of the exchanges but to provide an additional source of private health insurance coverage. 

This report provides an overview of the various components of the health insurance exchanges. 
The report includes summary information about how exchanges are structured, the intended 
consumers for health insurance exchange plans, and consumer assistance available in the 
exchanges, as specified in the ACA. The report also describes the availability of financial 
assistance for certain exchange consumers and small businesses and outlines the range of plans 
offered through exchanges. Moreover, the report provides a brief summary of the implementation 
and operation of exchanges in 2014 and 2015. Finally, the report summarizes King v. Burwell and 
outlines the case’s implications for health insurance exchanges. While the report provides a high- 
level description of exchanges, it also includes references to other CRS reports that provide 
further information. 



Exchange Structure and Operation 

The ACA required health insurance exchanges to be established in all states. These health 
insurance exchanges were in operation in October 20 1 3 to allow consumers to shop for health 
insurance plans that began as soon as January 1, 2014. ACA exchanges are marketplaces in which 
individuals and small businesses can shop for and purchase private health insurance coverage. 
Each state has two types of exchanges — an individual exchange 1 and a small business health 
options program (SHOP) exchange. An individual exchange is where individuals can purchase 
nongroup insurance and apply for premium and cost-sharing subsidies. A S1TOP exchange is 
where small businesses can purchase small-group insurance and apply for small business health 
insurance tax credits. These exchanges may be operated under the same or separate governing 
structures. In this report, the use of the term exchange without the qualifier of individual or SHOP 
refers to both types of exchanges. 

A state can choose to establish its own state-based exchange (SBE). If a state opts not to, or if the 
Department of Elealth and Eluman Services (HHS) determines that the state is not in a position to 
administer its own exchange, then HE1S will establish and administer the exchange in the state as 
a federally-facilitated exchange (FFE). 

There are varying levels of state involvement in FFEs. In many states with FFEs, the exchange is 
wholly operated and administered by FTHS. In some cases, states may partner with FIHS to 
establish and administer the exchange. For the 2015 coverage year, 34 states have FFEs, 13 states 



1 The term individual exchange is used for purposes of this report. It is not defined in exchange-related statute or 
regulations. 
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and the District of Columbia have SBEs, and 3 states have SBEs but use the federal information 
technology (IT) platform (i.e., EIealthCare.gov) (see Figure 1). 

Moreover, HHS may administer the individual exchange while the state administers the SE10P 
exchange. For the 2015 coverage year, most states have the same entity administer both the 
individual and SE10P exchanges (see Figure 1). Elowever, two states — Mississippi and Utah — 
elected to administer their SEIOP exchanges while I IKS administers their individual exchanges 
(see Figure 1). 



Figure I . Individual and SHOP Exchange Types by State, 20 1 5 



Individual Exchange 




SHOP Exchange 




* 



j Federally-facilitated exchange (34 states) 

| State-based exchange (13 states and DC) 

I State-based exchange using federal IT platform (3 states) 



Federally-facilitated exchange (32 states) 
| State-based exchange (Id states and DC) 



Source: CRS illustration of HHS classification of individual and SHOP exchange types. 



Note: SHOP is the small business health options program. 



Exchange Consumer Assistance 

Statute and regulations require that exchanges carry out certain consumer assistance functions. 
Some functions require that exchanges provide direct support to consumers. For example, 
exchanges must provide for the operation of a call center that addresses the needs of consumers 
who have questions about individual exchanges and SHOP exchanges. 

Exchanges are also expected to provide indirect support to consumers by implementing consumer 
assistance personnel programs. Exchanges must establish Navigator programs and certified 
application counselor programs, and exchanges have the option to implement a program for non- 
Navigator consumer assistance personnel. Under these programs, individuals are trained to help 
consumers make informed decisions about their insurance options and help consumers access 
individual and SHOP exchange coverage. However, consumer assistance personnel may not 
enroll individuals or small employers in coverage. 
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